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E.O. 11652: GDS 

TAGS: PFOR, MNUC, ENRG, IR 

SUBJ: SHAH'S COMMENTS ON ENERGY MATTERS 

1 . DURING LUNCH BY SHAH AND SHAHBANOU IN HONOR OF MRS. LYNDON 
B. JOHNSON (CHAIRMAN PAYNE OF NATIONAL GEOGRAPHIC SOCIETY, HIS 
WIFE AND CHARGE AND HIS WIFE ONLY OTHERS PRESENT) JULY 1, SHAH 
COMMENTED THAT HE WAS REGRETFUL-AND REALLY COULD NOT 
UNDERSTAND REASONS-FOR LONG DELAY IN REACHING ACCORD ON 
NUCLEAR BILATERAL. THE US , HE SAID, WAS THE PARTY BEING 

HURT MOST BY THE DELAY. THE FRENCH AND GERMANS WERE SELLING 
REACTORS AND IRAN WAS NOW BEING HARRIED BY JAPANESE AND 
SWEDISH VENDORS. IN ADDITION TO THE CURRENT SIX 
GERMAN REACTORS (TWO UNDER CONSTRUCTION, FOUR 
BY LETTER OF INTENT) HE WAS 

SERIOUSLY STUDYING A PROPOSAL FOR TWO MORE GERMAN REACTORS 
WHICH WOULD BE FULLY PAID FOR BY OIL BARTER AND WOULD BE 
IN FACT CHEAPER THAN OTHER REACTORS. 

THE FRENCH ALSO WOULD TAKE SOME OIL FOR 

THE FOUR REACTORS BEING NEGOTIATED. THE STATE OF CURRENT 

TECHNOLOGY, HE ADDED, INDICATED THAT NUCLEAR POWER WAS 

FOR IRAN THE ONLY PRACTICABLE PATH. HE WANTED A US ROLE, 
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HE SAID, BUT IRAN MUST PROCEED WITH THOSE COUNTRIES WHICH 
WERE READY TO COOPERATE WITH IRAN. 

2. THE SHAH ADVERTED TO A FAMILIAR THEME OF THE 
NECESSITY OF DEVELOPING ALTERNATIVE ENERGY SOURCES AND 
NOTED THAT THE US SHOULD PUT GREATER EMPHASIS ON ITS VAST 
SHALE AND COAL RESOURCES. IN THE MEANTIME, THE WESTERN 
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WORLD SHOULD ADAPT TO GRADUALLY INCREASING OIL 
PRICES IN THE YEARS AHEAD. IRAN WAS OBTAINING AROUND 
DOL12.80 PER BARREL BUT THE DECLINE OF THE VALUE OF THE 
DOLLAR AND INFLATION GAVE IRAN ONLY SEVEN PLUS DOLLARS 
IN 1973 TERMS. A GRADUAL INCREASE IN THE PRICE OF OIL 
IN THE FUTURE WAS ESSENTIAL. IN REPLY TO A COMMENT 
THAT YAMANI HAS BEEN QUOTED RECENTLY AS SAYING A FIVE 
PERCENT INCREASE IN PRICE WAS CALLED FOR. THE SHAH 
LAUGHED AND NOTED THAT THE SAUDIS WERE A MINORITY IN 
OPEC BUT A MAJORITY IN BARRELS OF OIL. 
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